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-CI- FRANKLIN CIRCUIT COURT
CONSOLIDATED CIVIL ACTION No. 13-CI-01282 SALLY JUMP, CLERK

SHARON P. CLARK, in her capacity as

COMMISSIONER

KENTUCKY DEPARTMENT OF INSURANCE PETITIONER

VQ

KENTUCKY SCHOOL BOARD INSURANCE

TRUST PROPERTY AND LIABILITY FUND, et al. RESPONDENTS
ORDER

This matter is before the Court upon Petitioner’s Motion to Bifurcate and
Respondent KSBIT’s Motion to Clarify Standing and to Authorize Payment of Legal
Fees. The case was called before the Court during its regular civil motion hour on
Monday, February 10, 2014. Upon review of the parties’ briefs and papers, and after
being sufficiently advised, the Court hereby GRANTS Petitioner’s Morion to Bifurcate,
in part. The declaratory action on the question of the liability of the KSBIT Funds to
repay the Kentucky Surplus Notes shall be BIFURCATED and determined separately
from the hearing on the methodology and the start date of the assessment. While the
Court grants the Motion to the extent that the legal issues shall be determined separately,
the Court DENIES Petitioner’s Motion to the extent Petitioner seeks a briefing schedule
on the Surplus Notes liability issue. The Court believes a briefing schedule is premature

at this time.
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With respect to Respondent’s Motion to Clarify Standing and to Authorize
Payment of Legal Fees, the Motion is hereby GRANTED IN PART AND DENIED IN
PART. The Court GRANTS Respondent’s Motion to the extent Respondent requests
clarification on the issue of its standing. Respondent has standing through its trustees to
be involved in the rehabilitation process and propose alternative methodologies for
fehabilitating the fund. KSBIT, through its trustees, has standing to remain in this action
because KSBIT has a “present or substantial interest” in the subject matter of the case.

See Plaza B.V. v. Stephens, 913 S.W.2d 319, 322 (Ky. 1996). The Court is afforded
broad discretion in presiding over a rehabilitation proceeding, and the Court in this
instance believes that it would be prudent to have additional rehabilitation plans and
methodologies. For these reasons, the Court FINDS that KSBIT, through its trustees, has
standing to be involved in the rehabilitation process and propose alternative
methodologies for rehabilitating the fund.

KSBIT’s second request for clarification relates to legal fees being paid from the
KSBIT Funds. The Court DENIES Respondent’s Motion, and FINDS that KSBIT’s
legal fees cannot be paid from the KSBIT Estate. In denying this portion of
Respondent’s Motion, the Court notes that KSBIT’s attorneys also represent KLC and
KLCIS. Since KSBIT did not object to entering rehabilitation at the very first meeting of
the parties before the Court, the Court believes that any legal fees KSBIT has incurred as
a result of continued involvement in the case can fairly be attribﬁted to protecting the
interests of KLC and KLCIS in the appafent creditor-debtor relationship those entities

have with KSBIT. Any fees expended in KSBIT’s name seeking to secure repayment of

20f5




Order
13-CI-0]282

loans made to KSBIT by KLC and KLCIS are properly attributable to KLC and KLCIS
and not to KSBIT. As such, those entities should bear the cost of representation.

SO ORDERED, this__ 0" day of February 9014,

Signature on file with
original document

THOMAS D. WINGATE
Judge, Eranklin Circuit Court
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CERTIFICATE OF SERVICE
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I hereby certify that a true and correct copy of the foregoing Order was mailed,

this ﬁ day of February, 2014, to the following:

Hon. Peter F. Ervin

Hon. La Tasha Buckner
Public Protection Cabinet
Office of Legal Services
Capitol Tower Plaza

500 Mero Street, 5™ Floor
Frankfort, Kentucky 40601
Counsel for Rehabilitator Clark

Hon. Shaun T. Orme

General Counsel, Kentucky Department of Insurance
215 West Main Street

Frankfort, Kentucky 40601

Counsel for Rehabilitator Clark

Hon. Janet A. Craig

Hon. Anne E. Gorham

Hon. Gregory P. Parsons

Stites & Harbison PLLC

250 West Main Street, Suite 2300
Lexington, Kentucky 40507
Counsel for Respondents

Hon. R. Temple Juett

General Counsel, Kentucky League of Cities
100 E. Vine Street, Suite 800

Lexington, Kentucky 40507

Hon. Justin D. Clark

Stoll Keenon Ogden PLLC
2000 PNC Plaza

500 West Jefferson Street
Louisville, Kentucky 40202
Counsel for KEMI

Hon. Paul Harnice

Stoll Keenon Ogden PLLC

201 West Main Street, Suite A

P.O. Box 5130

. Frankfort, Kentucky 40602
Counsel for KEMI
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Hon. Michael A. Owsley

Hon. Sarah Payne-Jarboe

English, Lucas, Priest & Owsley, LLP

1101 College Street

P.O. Box 770

Bowling Green, Kentucky 42102-0770
Counsel for Intervenor, Green River Regional
Educational Cooperative

Signature on fFfile with
original document
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